2oz              THE INDIAN TARIFF PROBLEM
Another point which seems to invite criticism is that the
expenditure incurred by the Company in converting a primitive
Santal village into an up-to-date modern city with its fine
residential buildings, lighting, etc., has been allowed in its
entirety to swell the capital account. The capital expenditure
debited to the town development work up to the 313! of March,
1922, amounted to about Rs. 120 lakhs.1 In their estimate of
the fixed capital expenditure of the Company, the Board
included the whole of the amount spent on general town
development. At a rate of 8 per cent, the annual amount of
profit on this sum would be Rs. 9,60,000, and with an output of
420,000 tons, the incidence of this item of expenditure would
be over Rs. z per ton of steel. The important question of
principle as to how far the capital expenditure on the town
development may be allowed to overload the capital account
of the iron and steel works has been left undecided. The major
part of the capital expenditure on the town development was
incurred on residential buildings for the employees, and it
represents a progressively revenue-yielding investment. It
would, therefore, appear that it would have been quite proper
and reasonable to treat the town development as an altogether
separate investment and consequently to eliminate the capital
expenditure on that account from the block account of the iron
and steel works. The failure of the Tariff Board to do so has
resulted in adding an unnecessary element to the cost" of pro-
duction of steel and has to that extent increased the degree of
protection granted to it.
(b) Manufacturer's Profit
We have just seen that the estimated figure for the 'fair selling
price' might have been reasonably reduced by making the neces-
sary debit against the town expenditure. We have also noticed
that the Tariff Board made an insufficient allowance for profit
1 The Representations submitted by the Tata Iron and Steel Company to
the Tariff Board, Minutes of Evidence, Statutory Enquiry (1926), Vol. II,
pp. 261-63.